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Monthly Statistics e NEW YORK STOCK EXCHANGE 





1947 1946 





MERTEN END DATA December November October December 
ee ee 1,907 1,896 1,879 1,771 
Shase Neowes Listed . 2 se le tw wl Ct CN) 1,379 1,373 1,370 1,334 
Par Value of Bonds Listed . . . .. . . . CMil.$) 136,727 136,879 136,711 137,165 
ee ef 900 888 888 925 
Total Stock and/or Bond Issuers . . . . . . (No.) 1,217 1,205 1,203 1,197 
Market Value of Listed Shares . . . . . . . (Mil. $) 68,313 67,026 68,884 68,595 
Market Value of Listed Bonds . . . .. . . (Mil. $) 136,207 137,509 138,336 140,793 
Market Value of All Listed Securities . . . ~ (Mil. $) 204,519 204,536 207,220 209,388 
Flat Average Price—All Share Issues A . . . « ($) 46.60 47.13 48.91 52.06 
Shares: Market Value = Shares Listed A. . . ~. ($) 35.83 35.34 36.66 38.72 
Bonds: Market Value Par Value A... . ($) 99.62 100.46 101.19 102.64 
Stock Price Index (12/31/24 100) AB . . . . (%) 76.8 75.8 78.7 81.6 
Member Borrowings on U. S. Gov't Issues . . . (Mil. $) 57 99 110 158 
Member Borrowings on Other Collateral . . . . (Mil. $) 244 215 223 199 
Per Cent of Market Value of Listed Shares . . . (%) 0.36 0.32 0.32 0.29 
Member Borrowings—Total . . . . . . . ~ (Mil. $) 301 313 333 357 
N.Y.S.E. Members’ Branch Offices . . . . . - (No) 915 913 912 898 
Total Non-Member Correspondent Offices . . ~. (No.) 2,689 2,680 2,668 2,581 
Customers’ Net Debit Balances C . . . . ~ ~- (Mil. $) 578 593 607 548 
Credit Extended on U. S. Gov't Obligations . . (Mil. $) 61 76 79 74 
Customers’ Free Credit Balances C. . . . . ~ (Mil. $) 613 61S 615 704 





DATA FOR FULL MONTH 


Reported Share Volume . . . .. . . . . (Thou) 27,605 16,371 28,635 29,834 
Ratio to Listed Shares . . ...... - (%) 1.45 0.87 1.53 1.69 
Daily Average (Incl. Saturdays) . . . . . .- (Thou.) 1,062 744 1,101 1,193 
Daily Average (Excl. Saturdays) . . .. . (Thou.) 1,155 868 1,223 1,297 

Total Share Volume (Incl. Odd Lots) D . . . . (Thou.) 35,328 22,489 36,481 37,192 

Money Value of Total Share Sales D . . . . . (Thou. $) 999,857 676,545 1,038,613 1,068,309 

Reported Bond Volume (Par Value) . . . . . (Thou. $) 141,873 81,823 105,990 127,553 
Ratio to Par Value of Listed Bonds . . . . . (%) .104 060 077 093 
Daily Average (Incl. Saturdays) . . . . . - (Thou.$) 5,457 3,719 4,077 5,102 
Daily Average (Excl. Saturdays) . . . . . (Thou.$) 6,018 4,435 4,561 5,392 

Total Bond Volume (Par Value) D . .. . . (Thou.$) 178,255 81,663 112,210 154,937 

Money Value of Total Bond Sales D . . . . . (Thou.$) 137,971 59,511 78,192 116,541 

N.Y.S.E. Memberships Transferred . . . . . (No.) il 3 5 8 
CSS a ee ee ee 56,429 61,500 60,667 67,333 

1/15/48 12/15/47 11/14/47 1/15/47 


Shares in Short Interest D . . . . . . . . « (Thou) 1,200 1,271 798 
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Elements Surrounding Burden 
of Double Taxation On 


the Investment Market 





By HAROLD B. DORSEY @ 


T is unfortunate that insufficient public 
attention is being paid to one of the 
most acute bottlenecks in our economic 
structure—especially so at this time when 
effects of the stricture burden the domes- 
tic and international welfare. The refer- 
ence is to double taxation—first upon 
corporate earnings, then upon dividends. 
It is a fair question, things being as 
they are: where is business going to ob- 
tain the steadily increasing quantity of 
cash which is needed to cope with the high 


mcost of business living? 


During the last two years, the corpo- 
rations of America have required about 
$48,000,000,000 to finance the higher 
wage and price pyramid and the extensive 
expenditures made for plant and equip- 


mment. To comprehend the problem of the 


moment, it is necessary that we consider 
the source of this cash. 


Source Material 


For 1946 and 1947, combined, it is esti- 
mated that— 

—retained cash earnings (after divi- 
dends but adding back depreciation and 
depletion charges) supplied about 53 per 
ent of this cash; 

—reduction of cash balances and Gov- 
rnment bonds held by the corporations 
ecounted for about 19 per cent; 

—bank loans took care of about 14 per 
ent; 

—and new securities issues (excluding 
efunding) also accounted for about 14 
er cent. 

These percentages are approximations 
but sufficiently accurate for the purpose 
of this discussion. 

For the moment, let us skip over the 





“cash retained earnings” item and pre- 
sume that it will continue unchanged. We 


President, Argus Research Corporation 


pass on, then, to the item “reduction of 
cash balances and Government bonds held 
by corporations,” which has been supply- 
ing 19 per cent of the needed capital. Dur- 
ing the war years, corporations accumu- 
lated cash and Government bonds to the 
point where they were the equivalent of 
43 per cent of total current assets in 1944 
and 1945. At the end of 1946 this ratio 
had dropped to 36 per cent, but it has been 
estimated that by the end of 1947 the ratio 
will have declined to around 29 per cent. 
The historical record suggests that when 
this ratio dropped to around 26 or 27 per 
cent, the over-all financial position of the 
business structure was quite tight. Hence 
we may conclude, as a generalization, that 
the future cash needs of corporations can 
scarcely come from this item, which in 
the past two years has been ‘supplying 
about one-fifth of the total cash require- 
ments of incorporated businesses. 

The next item to consider is “bank 
loans.” Much attention has been di- 
rected to this particular item recently, and 
all of the inferences are to the effect that 
the powers-that-be want to curb a further 
expansion in business loans. As a matter 
of fact, a substantial, but unknown, pro- 
portion of so-called “commercial” loans 
really represents “capital” loans and, as 
such, occupies a debatable place in the 
function of commercial banks. 


Parallel to Degree 


There is some analogy between this 
condition and the admitted error of heavy 
bank loans on securities in the late 1920s. 
In that earlier period, too large a propor- 
tion of corporate capital needs was really 
provided by the security loan route. At 
this time, the capital is going directly from 
the banks to the corporations. The funda- 

















































mental error of this course is rapidly 
gaining recognition from bankers, and 
there is an increasing tendency to get the 
banks out of the business of rendering 
term loans (or capital loans) against de- 
mand deposits. Consequently, there seems 
to be considerable justification for con- 
cluding that business cannot—and should 
look to this source for longer-term 
capital with any great degree of confi- 
dence. Nevertheless, let it be noted that 
it has been the source of 14 per cent of 
corporate cash requirements in the last 
two years, 


not 


Then we come to the item of “new se- 
curities which source the 
corporate structure has been obtaining 14 
per cent of its cash requirements in the 
last two 


issues,” from 


years. In this particular item 
there is to be found one of the important 
aspects of the whole problem. It is a 
very serious matter that it is not recog- 
nized as such. 

Securities flotations for new capital for 
both this year and last year were lower 
than they were in 1926—to say nothing 
of 1927, 1928 1929. Commodity 
prices and the volume of business activ- 


and 


ity in the past two years have been ma- 
terially higher than they were in 1926 
and, hence, cash requirements were com- 
mensurately higher. Or, we might put it 
this way —security flotations for new 
capital were only 1.52 per cent of gross 
national product in 1947 and 1.72 per 
cent in 1946, in contrast with 4.06 per 
cent in 1926. At no point in the 1920s 
was this ratio less than 2.5 per cent. Very 
obviously, the business structure is not 
obtaining the normal proportion of its 
capital requirements from this sound and 
proper source. 


Double Impact on Earnings 


On the background of the foregoing dis- 
cussion, we then take up the item of “cash 
retained corporate earnings.” This item 
is an effect as well as a cause. As long as 
this figure is high, the resulting high capi- 
tal expenditures sustain activity, which, in 


turn, sustains earnings. However, if some 
of the other items cause a decline in ac- 


tivity and in earnings and capital expen- 
ditures, then there is an additional de- 
cline in activity, which, in turn, comes 
around and hits earnings again. Hence, 
this source of 53 per cent of corporate 
cash needs in the last two years is a slip- 
pery figure, dependent on other factors, 
but unlikely to increase over recent levels. 

Is it possible that many economists 
and planners these days have to be re- 
minded that, from 


aside temporary fi- 


nancing, the reinvestment of retained cash 
earnings and the investment of individual 
savings in the securities of businesses 
constitute the only two normal and natural 
scurces of capital for productive enter- 
prise? Where else can it come from? 
Not only has this simple fact been ig- 
nored in the amateurish tinkering with 
our economic structure, but the financial 
community itself does not seem to be 
sufficiently aroused to the acute and time- 
ly nature of this problem. The situation 
is especially serious because there is every 
indication that the business structure will 
need additional capital for some time to 
come if it is to cope successfully with the 
adjustment of practically every balance 
sheet item to the higher plateau of prices 
and wages. And we have now arrived at 
the point where surplus corporation cash 
is no longer available and where further 
expansion of long-term loans by banks 
should be stopped. 


Sound Underpinning 


Now, let us devote some thought to the 
reasons for the present serious condition. 
Why has it been difficult to obtain new 
capital in the new issue market? Certainly 
there is no basic shortage of money and 
credit. There are many statistics to prove 
that there is a very ample credit base: 
there are plenty of demand deposits to 
support a level of business activity and 
commodity prices much higher than the 
present. Money in circulation is far 
greater than any amount that should be 
needed for our present level of dollar 
transactions. The trouble is that the huge 
money and credit base is not being used. 

Why is it then that a proper propor- 
tion of this money and credit base is not 
being used to provide the necessary capi- 
tal for the business structure? A low level 
of investor confidence is one reason, but 
there is much logic in concluding that a 
lack of investor incentive is even more 
important. 

One does not have to be possessed of 
even average common sense to recognize 
that any person hesitates to invest his sav- 
ings in the assets and management of 
some productive enterprise when the Gov- 
ernment first is going to take 38 per cent 
of any earnings resulting from that in- 
vestment and then will take away any- 
where up to 90 per cent of the remainder 
in the form of personal income taxes— 
presuming that in time all net earnings 
after taxes were paid out in dividends. 

As an aside to the foregoing reference 
to going handicaps upon investor incen- 
tive, it may be mentioned, too, that the 


thought of capital gain is not remote 
from large investors’ plans—and capital 
gains are subject to stiff taxes. 

Unquestionably, it is more than a co 
incidence that the ratio of new issue cap- 
ital to gross national product has been 
abnormally low ever since individuals 
were taxed on dividend income in the 
1930s. This double taxation of corpo- 
rate earnings has very obviously reduced 
the incentive to save and to invest. 

Is this not an ideal time from all view- 
points to restore the incentive to save 
(and reduce consumer expenditures) and 
to encourage the investment of these sav- 
ings in the facilities to increase produc- 
tion and hence lower costs? To the extent 
that corporate cash requirements were 
provided by individual investors, the ex- 
pansion of business loans by banks would 
be curbed. By one simple stroke, infla- 
tion would be attacked at several vital 
points—to say nothing of correcting an 
injustice. 

So far as this writer is concerned, the 
first encouraging sign that Administra- 
tion officials might appreciate the vital 
importance of this item was in a speech 
made by Secretary of the Treasury John 
W. Snyder in Houston, Texas. several 
weeks ago. According to the news dis- 
patches, he expressed the opinion that re- 
vision of taxes affecting business should 
come ahead of a reduction in tax rates, 
with attention to correction of the double 
taxation of corporate earnings. However, 
we fail to see similar recognition in pro- 
posed tax legislation in Congress. 

In the brief summary of the foregoing 
statistics and discussion which follows, 
the grave economics involved are high- 
lighted for something more than empha- 
sis. The securities industry and all its par- 
ticipants have an important stake in pend- 
ing changes of Federal tax laws. 

Those who have an influence on the 
country’s money and tax policies should 
realize that (1) corporations in general 
have nearly exhausted one of their impor- 
tant sources of cash requirements—name- 
ly, their own holdings of surplus cash 
items, (2) another source, bank loans, 
should not be expanded further for several 
obvious reasons, and (3) the normal 
source of new capital, the investment of 
individual savings in securities, continues 
to be discouraged by taxation at a time 
when excess tax receipts promise a rather 
sharp contraction in the supply of money. 

This is a difficult set of conditions for 
the economic structure to cope with at 
this particular time. They call for correc: 
tion at their sources. 
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“Switches” 
By Howard M. Ernst 


N effort to balance the economic pros 
and cons for 1948 might easily result 
in confusion. Briefly, we are riding the 
crest of the wave. The surfboard is speed- 
ing along amidst sparkling spray. We, in 
the bright sunshine, are enjoying the 
thrilling ride. However, we don’t know 
when the wave will lose its momentum. 
Whether it will gently let us down or, 
rushing into a deep trough, suddenly send 
us sprawling is beyond our knowledge. 
In the meanwhile the securities market 
has been sulking in the shade on the 
beach. It has as yet refused to come out 
and play. Under such conditions those 
who have been holding securities for the 
past nineteen months will be tempted to 


‘ 


do some “switching.” 

Now this switching business can be- 
come a dangerous and costly process. In 
general, I think, investors should build 
up a “switch resistance.” 

Do not make an exchange of securities, 
even for tax purposes, unless you have 
obtained information concerning those 
vou contemplate purchasing equivalent to 
that which you possess relative to those 
you are holding. 

\s I see it, the incentive for such ex- 
changes may be placed in four categories 
listed in order of their importance to the 
investor. 


1. Weakening of basic factors upon 
which you made your original 
purchase which may be due to 
(a) Deterioration of corporate 

financial conditions of stock 


held, 


(b) Deterioration of future pros- 


Adequate Intent ~ 
and Design of — 
Stock Market’ - 





3LE 
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pects for product or business 
of corporation whose secur- 
ity you hold, 

(c) Change for the worse in com- 
petitive picture. 


Ne 


To save taxes. 
3. A change in your financial posi- 
tion, reflecting a warranted change 
in your investment policy toward 
a greater conservatism or the re- 
verse. 
4. Definite improvement based on 
all aspects of the financial picture 
as applied to the new purchase. 
In considering these four incentives to 
switching and before making a switch, 
you should check to see under which of 
them your situation falls. I shall not 
spend much time on items, 1, 2 or 3 for 
they are fairly obvious. 
Moment to Act 

As to Item 1, there should be no ques- 
lion that those responsible either as indi- 
viduals or fiduciaries for the supervision 
and maintenance of a fund should liqui- 
date a holding regardless of loss or profit 
when basic deterioration becomes appar- 
ent. Having made the necessary appraisal 
of the situation required to decide upon 
liquidation, it is a reasonable assumption 
that they will make an equally thorough 
appraisal of the desirability of the secur- 
ities in which they wish to invest. 

However, there is one wide open pitfall 

in making the exchanges, falling under 
the category of Item 2. The usual proce- 
dure in making such exchanges is to stick 
to the same industry and the same class 
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of security. That is for instance, a rail 
for a rail, a preferred stock for a 
preferred stock, etc. There is nothing 
wrong with such a switch but don’t forget 
the question of quality. 

You can get into trouble by deciding 
too hurriedly on a tax switch just be- 
cause you're repurchasing shares of the 
same type and the same industry as you 
held. Just check the comparative balance 
sheets, the earning trends, competitive 
position and the ratio of earnings to 
market price before you make the switch. 
Don’t be satisfied with just general or 
hearsay knowledge. If these elementary 
precautions are not taken you may suffer 
a further depreciation in your capital, 
possibly exceeding your tax savings. 

Let me give you a brief example. Pub- 
lic utility equities of operating companies 
are considered in general to be fairly 
stable and _ conservative investments. 
Nevertheless, during the past year there 
has been a shortage of water for gener- 
ating energy and a rise in the price of 
coal. As a result, some companies, despite 
record gross business, are apt to make a 
poor showing and possibly lower divi- 
dends while others which were fortunate 
enough to maintain an adequate flow of 
water will enjoy excellent earnings and 
may be able to raise dividends. Unless 
the investor takes the trouble to check 
the situation he may be tempted to make 
what looks like an excellent swap, which 


(Continued on page 8) 









Dividend Outlays Reflect the “Spotty 


Among Variety of Business Units 




































A. DEVANEY 


; ery GH the record of cash divi- 
dend payments on common stocks 
comprising the New York Stock Exchange 
list brought an increase of nearly 20 per 
cent in total disbursements last year, 
details to be found ‘in the accompanying 
array of disclose a rather 
“spotty” picture of corporate results by 
groups. 

An aggregate of 851 equity issues (of 
the 964, all told, in the list) made dis- 
bursements during the year, and of these 
64.8 per cent scored increases over 1946. 
At the same time, 121 reduced, de- 
ferred or eliminated dividends, the re- 
mainder continuing at 1946 rates. The 
over-all showing was, therefore, reflective 
of active manufacturing, transportation 
and utility services; the uneven situation. 
revealed by the percentages in the last 
column to the right, applied specifically 
to a variety of groups whose contribution 
to the grand total in dollars displayed 
something of a drag upon evidences of 
broad business expansion elsewhere. 
Eight rosters of industrial enterprise 























statistics 
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advanced their dividend disbursements 
less than 13 per cent, not including four 
which reported substantial declines. A 
glance at the table shows that some of 
the great groups, while presenting mod- 
erate percentage increases, acted to swell 
the total heavily. Thus, the automotive 
group with $233,506,000 stood in com- 
parison with $165,739,000 the year be- 
fore, and petroleum companies, although 
showing an increase of less than 30 per 
cent, ran the dollars up about $96,600,000 
above the 1946 record with returns of 
more than $431,000,000 to stockholders. 


Flying Business Retarded 


The chemical’ roster of 73 companies 
making payments raised its total no more 
than 21.3 per cent, yet the dollar in- 
crease exceeded $66,000,000 despite 
the fact that 15 concerns paid less than 
tin 1946. Notable casualties were the air 
transport and manufacturing concerns, 
the former experiencing a fall of close 
to 64 per cent and the latter 48 per cent 
in dividends for business reasons widely 
recounted in the press from month to 
month. A combination of circumstances 
adversely affected flying travel, while air- 
craft makers felt the sharp contraction 
of 1947 caused by slackened government 
buying and revisions of earlier commer- 
cial plans for additions to flying fleets. 

The decline of 6.6 per cent in railroad 
dividends brings no surprise to observers 
who saw high costs reflected sharply in 
monthly traffic results of the first half 
of the year. Still, operating net revenue 
was sufficient to prevent all but 10 com- 
panies from paying less than the year 
before. A 10 per cent freight rate in- 
crease brought considerable relief during 
the last few weeks of the period and an 
additional “interim” rise of the same 
amount started the carriers into 1948 
in a more relaxed situation so far as net 
income deriving from dense traffic goes. 

Some surprise might be attached to the 
retail merchandising group, which experi- 
enced a dividend rise of only 6.4 per 





cent during a year of immense demand 
for goods on their shelves. Although 65 
of the 70 listed issues of this category 
made payments, 20 reduced their returns 
to stock owners. All 10 listed rubber 
company issues distributed sizable earn- 
ings, as in 1946, and half of them paid 
more than in the preceding year, with 
the comparison figured from so high a 
base that the rise was no more than 11.2 
per cent. The rubber and tire concerns 
have been working in a profitable area 
straight along since 1942. 

The same could not be said about the 
steel and iron group. During the war 
years, this roster was held down con- 
siderably by restrained price schedules; 
then in the first post-war year, strikes 
retarded operations severely. With freer 
plant use this year, united with a demand 
too large to fill easily, profits permitted 
a 30.4 per cent rise in stockholder checks, 
for a total in excess of $141,000,000. 
Textile company dividends, increased by 
more than half over 1946 results, felt 
a strong stimulus from a single source: 
30 of the 36 stocks of the list increased 
their payments, and, further, all of the 
listed stocks benefited their equity hold- 
ers. In an ordinary business year, with 
shortages of many goods applying - no 
influence upon competition, such a textile 
company showing would evoke grave eco- 
nomic analyses respecting the renaissance 
of an industry normally subject to ups 
and downs. 

The land, realty and hotel group is so 
small that an ordinary increase of the 
percentage showing would attract little 
investor attention, the same hardly ap- 
plying to a gain of 339.2 per cent last 
year. The group contains City Invest- 
ing, Sheraton Corporation, Hilton Hotels 
and Texas Pacific Land Trust, all of 
which showed substantial _ increases. 
The food company group could be 
added to those which added millions 
of dollars to stockholder advantage with- 
out scoring an above the average percent- 
age gain. In fact, the 21.6 per cent rise 
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in this field was only a shade above the 
percentage upturn of the entire stock list. 

Machinery and metal companies, com- 
prising the largest category of the table, 
saw only 8 of the full list make lower dis- 
tributions than the year before, and the 
$30,000,000 rise meant a percentage gain 
of 31.6 per cent. Twenty-four of the 29 
mining concerns to send out checks made 
them larger than the year before and only 
two paid less. The consequent upturn of 
close to 60 per cent enlarged a comforta- 
ble record, continuing from the late 1930s. 

The mining company results were ex- 
tended to concerns operating abroad, this 
group including Cerro de Pasco and Chile 
Copper, in so far as the percentage record 
goes. The group’s upturn in dividends 
amounted to 48.7 per cent. The more sub- 


stantial share of the year’s improvement 
of this category should go, however, to 
companies producing sugar and transport- 
ing food materials to this country from 
abroad. 


Sugar Concerns Lift Payments 


Among the larger units were United 
Fruit, disbursing around $30,000,000 in 
dividends, South Porto Rico Sugar, West 
Indies Sugar, Central Aguirre and Guan- 
tanamo Sugar. A boom year for such for- 
eign-operating corporations saw 18 of the 
24 concerns of the group paying divi- 
dends, with 13 of them distributing more 
money than in 1946. 

The dividend panorama supplied by the 
statistics displays sufficient unevenness in 
contour to exercise analytical minds in the 
task of estimating probable returns this 
year. Marked hills and valleys stand 
among the industrial results, more so than 
in the figures published for preceding 
quarterly periods, dating from late 1946. 





DIVIDEND PAYMENTS IN 1947 


No. of 


*Payments were reduced on 102 issues and eliminated or deferred on 19 issues. 


ON COMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 


Number Number Number Number 

Issues Paying Cash Paying Paying Paying 

Listed Dividends Increased Same Reduced 

(12-31-47) 1946 1947 Dividends Dividends Dividends 
a Trameporwt 2. «3. ew ce &®|h|CUD 5 2 0 0 5 
Aircraft Manufacturers. . . . 14 13 10 2 a 8 
Ameen wk tl ke ct ehlCUmR 18 18 9 5 4 
ta AUGMOMIG Gok cw 51 55 38 12 6 
cal Building oe & kh) ae 22 24 21 2 1 
Business & Office Equipment . . 10 10 9 6 2 2 
CROOMNE § 6c ew es ee eS 72 73 49 10 15 
Electrical Equipment . . . . 18 16 18 11 Fé 0 
Farm Machinery . .... . 6 5 5 3 1 1 
jp 29 29 16 10 3 
i Pa eee ae, 65 60 62 46 10 6 
Garment Manufacturers. . . . 6 5 6 3 2 1 
Land, Realty & Hotels . . . . 6 3 4 4. 0 0 
Leather & Shoe Manufacturers . 11 9 10 10 0 0 
Machinery & Metals. . . . . 94 85 87 58 23 8 
Mining Ae a ee 26 29 24 5 2 
Paper & Publishing . . . . . 31 26 29 26 3 0 
i a 40 40 34 5 1 
a a a 50 50 12 31 10 
Retail Merchandising . . . . 70 66 65 38 9 20 
MES FOS ee eG es 10 10 10 5 2 3 
Shipbuilding ......., 5 5 5 0 2 3 
Ship Operating . . . .. 6 6 6 3 3 0 
Steel, Iron & Coke . . ... 39 33 35 28 5 2 
i er 35 36 30 2 4 
Tobacco ae a ee ee 18 17 17 10 5 2 
Transportation Services . . . 4 3 3 ] 1 1 
NN ds ee eas ce, 59 60 28 25 8 
U.S. Cos. Operating Abroad. . 24 15 18 13 3 2 
Foreign Companies . . . . . 16 13 15 11 3 1 
Other Companies . . . . . .) 21 21 21 13 6 2 
Total 964 828 851 552 197 121° 


$ 


Estimated 


Aggregate Amount 
of Dividend Payments 


19416 
5,914,000 
28,872,000 
53,741,000 
165,739,000 
-31,833,000 
24,915,000 
310,245,000 
74,011,000 
25,352,000 
65,513,000 
164,694,000 
3,926,000 
997,000 
12,687,000 
96,056,000 
92,130,000 
36,238,000 
334,623,000 
205,240,000 
210,908,000 
30,642,000 
6,565,000 
6,285,000 
108,804,000 
48,702,000 
59,730,000 
1,348,000 
377,749,000 
43,300,000 
65,417,000 
21,574,000 


$ 2,713,750,000 


$ 


947 
2,135,000 
15,017,000 
60,413,000 
233,506,000 
44,256,000 
27,490,000 
376,316,000 
85,771,000 
29,818,000 
67,505,000 
200,248,000 
4,126,000 
4,379,000 
17,212,000 
126,431,000 
145,624,000 
57,957,000 
431,176,000 
191,656,000 
224,345,000 
34,086,000 
5,031,000 
9,726,000 
141,833,000 
76,073,000 
68,185,000 
1,353,000 
402,677,000 
64,396,000 
78,220,000 
27,692,000 


$ 3,254,653,000 


Per 
Cent 
Change 


63.9% 
48.0 
12.4 
40.9 
39.0 
10.3 
21.3 
15.9 
17.6 

3.0 . 
21.6 
5.1 

339.2 

35.7 

31.6 

58.1 

59.9 

28.9 
6.6 
6.4 

11.2 

23.4 

54.7 

30.4 

56.2 

14.2 

0.4 
6.6 

48.7 

19.6 

28.4 

+ 19.9% 
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NE fact stands out as a general ex- 
pectation in brokerage house fore- 
casts for 1948. 
of securities will become more selective. 


It is that price movements 


rather than less so. The research analysts 
of member firms. who make a profession 
of appraising the prospects of the many 
hundreds of securities issues on the Stock 
Exchange list, are saying, in effect, that 
what you buy will be more important 
than when you buy. 

For precedent they are able to point to 
several industries in which equities scored 
sizable advances in 1947 while the gen- 
eral market was held to a standstill. Some 
examples are the textile, farm machinery. 
petroleum and automobile groups. Earn- 
ings and dividends in these groups have 
on the whole been highly satisfactory in 
recent quarterly periods. 

Yet the task of selection was by no 
1947. Statistical 


records disclose 


means an easy one in 
that these favor- 
able performers 
were outnumber- 
ed by the list of 
stocks showing 
either indifferent 
or discouraging 


results. The latter 


classification includes amusement, aircraft 
manufacturing, air transport, garment 
manufacturing, rubber and retail mer- 
chandising shares. There are few signs 
that the task of selection will be much 
simpler in 1948. 

One signpost to future markets is found 
in the clues of past market sessions, With 
most of the stock-price averages showing 
next to nothing, either in the way of prog- 
ress or retrogression, over the past year, 
it is revealing to examine the more com- 
prehensive picture given by the Stock 
Exchange's compilation of the market 
value of all listed common stocks. segre- 
gated by industrial groups and ranging 
over a wide field of enterprise. 

During 1947 the largest gains in mar- 
ket value were recorded by shares of the 
following industries: 

MarKET VALUE OF COMMON STOCKS 
(In Millions of Dollars) 


Market 
Value on 


Jan. 1, 
1947 


Textiles . $ 823 
Farm Machinery . . 591 
7,871 
Ship Operating . . 93 
Paper & Publ. 809 
Automotive 4,209 


Market 
Value on 
Jan. 1, 
1948 
$1,051 

706 
9,337 
108 
902 
1.661 


Petroleum 


The tabled figures require one reserva- 
tion: as share issues were added to the 
list during the year, the total market val- 
ues of the industrial groups into which 
they entered naturally increased. Ac- 
cordingly, the figures for the two periods 
are not strictly comparable. The discrep- 
ancy usually is minor in extent, however, 
as the market value of any newly added 
shares is apt to be small in comparison 
to the aggregate of shares already listed. 
One exception is the textile industry, 
which was influenced substantially by the 
listing during the year of the common 
stocks of J. P. Stevens & Co.. Colonial 
Mills and Beaunit Mills. 

Far from having a devious origin. price 
appreciation in the foregoing groups has 
in most instances been related to solid 
demonstrations of earning power. In the 
lethargic markets of 1947 it sometimes 
took a bombshell of good corporate news 
to lift a stock’s quotation a mere few 
points. Fortunately, the active 
of the year 
bombshells. 


Some 1947 Gains 


Among the petroleum stocks, which 
some financial commentators have singled 
out as the “group of the year” (referring 
to 1947), the larger earnings and higher 
dividend rate established by Standard Oil 
Co. (N. J.) resulted in a closing price 
last December 31 of 79%<. compared with 
6914 exactly a year earlier. Some other 
gains over the same twelve-month period 
were: Continental Oil, from 4114 to 54°%: 
Ohio Oil, from 237% to 33; Pure Oil. from 
2412 to 2984, and Standard Oil of Calif.. 
from 5734 to 627%. 

Farm machinery shares, although lack- 
ing the spectacular news environment of 


business 


unloosed a series of such 


the oil group. showed a steady apprecia- 
tion over the year, apparently based on 
investors’ appraisals of the unfilled de- 
mand for this category of equipment. 
When the products and material to be 
supplied under the Marshall Plan _pro- 
posals were first announced last summer, 
including a substantial amount of farm 
machinery, these shares led a rise in the 
market. Over the year Minneapolis-Moline 
Power Implement, J. I. Case, International 
Harvester and Deere & Co. held some of 
their gains. On the other hand, Cater- 
pillar Tractor registered a slight decline. 

In the textile group American Woolen 
common moved from 335% to 42°4 over 
the twelve months, Celanese from 21 to 
2714. Pacific Mills from 30°4 to 3414 and 
Rayonier from 251% to 3014. 

Two other large textile issues, Ameri- 
can Viscose and Burlington Mills. closed 
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1917 at quotations only a point or so 
higher than the 1946 final price. 

The continued strength of textile shares 
was a source of surprise to many ob- 
servers, as a slackening of demand for 
“light” consumer goods had been widely 
predicted for 1947. The main petroleum 
product, gasoline, also is classified by 
economists as a “light” consumer goods. 
So at least two of the strong points in the 
1947 market developed from an unlooked 
for quarter. 

Certain other consumer goods indus- 
tries fell in with the expectations of those 
economists who foresaw a diminution of 
demand, and hence a lower level of prices 
for the affected shares. The largest de- 
clines in market value during 1947 were 
incurred by the industrial 
groups of the Stock Exchange list: 


following 


MarRKET VALUE OF COMMON STOCKS 
(In Millions of Dollars) 


Market Market 
Value on Value on Per 
Jan. 1. Jan. 1, Cent 
1947 1948 Decline 
Amusement . . $ 880 $ 633 28.1 
a 691 543 21.4 
Garment Mfg. . . . 62 52 16.8 
oe ee 185 406 16.3 
Retail Mdsg. 1,210 3,865 8.2 
Railroads 3.826 3,541 7A 
Utilities 7.965 7,471 6.2 


The post-war handicaps of the aviation 
industry are well known. Motion picture 
concerns were confronted in 1947 with a 
drop in revenues from overseas opera- 
tions. 


On the basis of earnings in the 









first nine months, retail 
merchandising _ profits 
showed a drop of 30 per 
cent from the 1946 levei. 
while over-all net incomes 
among the garment and 
rubber manufacturers held 
the 1946 level. 
Rail profits were up sub- 
stantially from the disappointing 1946 
period; while the utilities, whose rate in- 
creases have lagged behind rises in operat- 
ing costs, showed a decline of 9.6 per cent 
in net income for the first nine months. 

Rather than being a year of financial 


close to 


“indecision,” as it has popularly been 
labeled, 1947 might better be regarded as 
a year of financial transition in the securi- 
ties market. When the market is divided 
into the component industries represented 
on the share list, clear-cut patterns emerge. 
The record necessarily is confined to what 
has happened, rather than what will hap- 






















Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THe ExcHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 











pen. The patterns estab- 
lished are of no definable 
duration. The industrial 
groups which offered the 
best resistance to the 1946 
decline, for example, were 
not the same groups which 
scored sizable advances 
in 1947, 

Research, for which the group results of 
a year supply investur material, will prob- 
ably take into account the many new list- 
ings of 1947 on the New York Stock Ex- 
change. Companies brought to the central 
market place for the first time contributed 
previously to the results of the industries 
in which they are placed, but the detailed 
product of their individual operations. 
hereafter to be publicized periodically, 
will act to broaden industrial information 
—and arouse inquiry into additional stock 
situations, an element which furthers se- 
lection for portfolio holdings. 





Industry enters the new year under 
wraps, so to speak, pressed by a demand 
greater than it can meet without adding to 
facilities. Many branches of industry, ac- 
cording to announcement, are wrestling 
with the problem of ways to introduce 
new products or to find additional sources 
of raw materials. 

The desire and the will to supply crowd- 
ing market requirements exist. The ques- 
tion of adequate capital remains unan- 
swered and offers problems for investment 
researchers as well. 
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Adequate Intent and Design of “Switches” 


(Continued from page 3) 


in effect may be a very poor one indeed. 

There is not much to be said in con- 
sidering Item 3. Certainly there can be 
no objection if you have accumulated 
sufficient wealth or your business has be- 
come so firmly established that you can 
comfortably afford greater speculative 
risks and therefore wish to exchange some 
of your more conservative holdings for 
those affording a greater possibility of 
capital advancement and larger income. 
If you do this, don’t permit yourself to be 
convinced that you are getting something 
“just as good.” There are very high- 
grade equities but they are not comparable 
to, say, high grade bonds. 

Naturally there can be no objection 
to making switches that will grade your 
portfolio upwards, but in either case be 
sure you are really accomplishing your 
objective. 

The most important thing to guard 
against when about to change your basic 
investment is whether such a change is 
warranted. Be certain, before you dispose 
of high grade securities in exchange for 
a speculative risk, that you can well afford 
it. If you are dependent on income from 
securities or need such income to add to 
your business earnings in order to meet 
your family budget, don’t chase that extra 
Y% or even 1 per cent in yield at the 
possible sacrifice of security. You ought 
well make up any such difference in yield 
through capital gain in a quality issue, 
albeit with a lower income return. 

I wish again to repeat the warning: 
don’t be persuaded to grade your list 
downward if there is any question in your 


mind as to the strength of your financial 
position. 

When we come to examining the pic- 
ture in relation to Item 4, we have reached 
the really dangerous phase of switching. 
Daily, I presume, people are parting with 
good securities, at least in their class, for 
those of questionable values. Disregard- 
ing the fact that they may have fallen 
prey to some one’s persuasive powers, the 
only possible reason for these swaps must 
be that they believe they are getting some- 
thing better. Maybe the security they own 
has reduced or passed its dividend. Pos- 
sibly it has sold off in the market or the 
market has gone up and left it behind, so 
the owner has become somewhat disgusted 
and thus may be easily induced to sell. I 
would like to say to such folk, “Look 
before you leap” or better yet, “Stop, look 
and listen.” 


Narrowed Field 


As I previously stated, before deciding 
on any switch, check to see under which 
category it falls. If there is no need of a 
sale for tax purposes, if the stock is sound, 
and if there is no reason to change the 
character of your portfolio, there can be 
only one reason for you to make the 
exchanges. That would be the fact that 
the new issue is better than that which 
you hold. To this there can be but a 
single answer. 

Prudence dictates that you find out. 
This means a comparative check of bal- 
ance sheet, book value, net quick liquidat- 
ing value, ratio of current assets to current 
liability, character of current assets and 


ratio of funded debt to outstanding debt. 
Then earning records must be compared 
as well as past and present ratio of market 
price to earnings and a comparison of 
this record with those of securities repre- 
senting similar industries. Nor is that all, 
for you should check the relative position 
of each corporation in its industry and 
then consider the past, present and future 
aspects of the industry itself. 


Time to Hold On 


Quite a lot of work, you say, but, re- 
member, if the motive for the proposed 
switch does not fit in the first three cate- 
gories, your original investment must 
have been carefully and well selected. 
Don’t give it up unless you are convinced 
you are receiving in return one not only 
equally sound but materially better. Don’t 
let an immediate increase in income sway 
you unless investigation satisfies you of its 
permanence. Don’t let a high liquidating 
value influence you unless there are 
prospects of liquidation or assurance of 
good business or continuous dividends. 
Don’t be persuaded because the immedi- 
ate market action of your security is dis- 
appointing. The one you contemplate buy- 
ing may turn dead the day after your pur- 
chase or worse yet, run into heavy liqui- 
dating orders. 

Above all, bear in mind that before 
you engaged in any commercial business 
venture, you would doubtless spend weeks, 
and possibly months, analyzing the situa- 
tion from every angle; therefore why 
should you invest money in securities 
without taking the same precautions? It 
is still your money and you are risking 
it exactly the same as if you opened a 
candy store or a fruit stand. 





SWITCHING PRACTICE 


RECISE approaching a 

“switch” out of one equity into an- 
other, such as the preceding discussion 
deals with, leads on naturally to a ques- 
tion which has received slight attention 
for a number of years. 


steps in 


Why is it that portfolio owners, or 
owners of small lists for that matter, 
only rather infrequently consider replac- 
ing an industrial stock with a well-rated 
railroad equity? 

A broad answer might involve the in- 
different history of rail profit results in 
the 1930s. The experience of a long 
roster of railroad common stocks—and 
some preferreds—precludes mention of 
a great many companies among the con- 
sistent dividend payers. A great majority, 


8 


in fact, cannot stand in this hall of fame. 

Furthermore, some of the switchable 
rails on an earnings’ basis have usually 
been so high priced as to set them upon 
a pedestal. For the benefit of readers 
who analyze Mr. Ernst’s philosophical 
review and pursue it into realistic study 
of the field of switching, it is worth 
mentioning that one of the former high 
altitude rail stocks has recently been split 
into lower priced segments. The Norfolk 
& Western was divided into four shares 
for 1, both common and preferred, a 
few weeks ago, the junior equity going on 
a projected $3 dividend basis for its 
regular distribution. 

Union Pacific’s proposal for a four for 
1 split applying also to common and 
preferred, has been seconded by the 
Securities and Exchange Commission and 


awaits the approval of the Interstate 
Commerce Commission. 

Chesapeake & Ohio has paid dividends 
annually since 1922, as has the Cleve- 
land, Cincinnati, Chicago & St. Louis, a 
high priced issue. The Pittsburgh, Cin- 
cinnati, Chicago & St. Louis dates its 
distributions without an annual miss back 
to 1916, while several other rails, in small 
supply, have made payments steadily over 
longer stretches. 

Rail common stocks whose story of un- 
broken annual dividends reach far back, 
and the years when payments began 
their long course include: New York & 
Harlem (1866); Erie & Pittsburgh 
(1870); Pittsburgh, Fort Wayne & Chi- 
cago (1872); Detroit, Hillsdale & South 
Western (1881) and Alabama & Vicks- 
burg (1896). 
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HESE extraordinary times are wit- 

nessing a lag in new corporate equity 
financing, but among old-line companies 
the movement to enlarge the number of 
outstanding shares, which began to gather 
momentum in 1944, remains under 
noticeable headway. Stocks listed on the 
New York Stock Exchange to be split in 
a ratio of 2 to 1 or more numbered close 
to 50 in 1947. 

A notable division of shares, planned 
but not consummated last year, applies to 
the Union Pacific Railroad which pro- 
poses a split of 4 shares for 1, of pre- 
ferred and common, a step which por- 
tends the availability to investors before 
midsummer of moderately priced, long- 
time dividend paying stock in the trans- 
portation group. 


Reasons for Splitting 


Examination of the accompanying list 
of last year’s split-ups discloses some phe- 
nomena of finance which are conven- 
tional, while others are more obscure in 
the reading. As the eye runs through the 
roster, particular issues may be detected 
which would appear to be aiming toward 
a wider “popularization” . . . meaning 
high-priced issues to be divided into a 
substantially increased number of shares 
with a consequent marking down of the 
price per share. This group includes 
American Chicle, Anaconda Wire & Cable, 
Beech-Nut Packing, Chrysler, Dow Chem- 
ical, Eastman Kodak, Johns-Manville, 
Norfolk & Western, Northern Natural Gas, 
Vulcan Detinning and others. 

A division of existing shares paves the 
way for wider public participation, more 
fluid marketability, a broadened area of 





ownership on a national basis. In case 
of a small sector of split-ups of last year, 
the divisions followed on the heels of 
similar events prior to the appearance of 
the stocks on the Exchange. Some pre- 
viously closely-held, “family” corpora- 
tions (the listing of such stocks has been 
a feature of the market during the last 
three years) were split in ratio of 10 for 




















Split-ups of Stocks Listed on New York Stock Exchange 
In Ratio of 2 to 1 or More in 1947 


1, or even greater, before the owners 
elected to list the stocks. 

It is not unlikely that splits among cer- 
tain stocks appraised among medium-up- 
to-moderately-high priced, but by no 
means high-priced, issues derived from the 
desire of major stockholding interests to 
act for the primary purpose of improving 
marketability. In case of necessitous liqui- 
dation, by reason of estate settlements, the 
raising of funds for tax purposes and 
similar unavoidable events, a broad pub- 
lic interest in an, issue offers advantage. 
Again, splits, with their concomitant en- 
larged public interest, act to aid the mar- 
keting of additional capital issues should 
a corporate need arise. 


Factor Stimulating Split-ups 

It is reasonable to assume that, on this 
last-named point, the current lethargy of 
equity financing has stimulated split-ups. 
Not only the present tremendous demand 
for a multiplicity of manufactured goods 
but plans for the future envision an even 
greater peace-time expansion and employ- 
ment of capital. New inventions, ingenious 


’ devices to enlarge markets for older prod- 


ucts, and a world short of supplies for 

some time to come—these forces suggest 

the urgency of planning to take advantage 
(Continued on page 12) 



































‘ Date Date 
Ratio of Effective Ratio of Effective 
Split in 1947 Split in 1947 
Allen Industries, Inc. ..... 2for1 Oct. 15 Spencer Kellog & Sons, Inc. . 2 for1 July 14 
American Chicle Co. ..... 3for1 July 30 Lima-Hamilton Corp. .. . 53 for 1 Oct. 6 
Amer. Sumatra Tobac. Corp. 3 for1 Oct. 21 Lion OilCo. ......... 2forl July 18 
Anaconda Wire & Cable Co. . 2 for1 Dec. 23 Master Electric Co... .... 2for1 July 15 
Associates Investment Co. . . 2 for1 Aug. 26 Moore-McCormack Lines, Inc. 2 for 1 Dec. 2 
Beech-Nut Packing Co. . . 3% for1 Mar. 28 John Morrell & Co. ...... 2for 1 Apr. 3 
Cen. Violeta Sug. Co. S.A... 2 for1 Aug. 13 Mueller Brass Co... .... « 2 for 1 Feb. 17 
Chrysler Corp. ........ 2for1 July 14 National Container Corp. . . . 3 3 for1 July 31 
Clark Equipment Co. ....2forl May 16 Noblitt-Sparks Industries, Inc. 2 for 1 Oct. 16 
Cleveland Graphite Bronze Co. 2 for 1 May 9 Norfolk & Western Ry. Co. . 4 for 1 Sept. 3 
Cudahy Packing Co. ..... 3 3 for1 Sept. 18 Nor. & West. Ry. Co. Pfd. . . + for 1 Sept. 3 
Cunningham Drug Stores, Inc. 2 for 1 Oct. 24 Northern Natural Gas Co. . 2for1 Sept. 12 
Dow Chemical Co. ...... 4for1 July 24 Penick & Ford Ltd., Inc. . . . 2 for1 Apr. 4 
Duplan Corp. ......... 2for1 Oct. 24 Robert Reis & Co. Pfd. . . . . 6for1 Nov. 21 
Eastman Kodak Co. ..... 5 forl May 16 Remington-Rand, Inc... . . 2forl Aug. 11 
Endicott Johnson Corp... . . 2for1 Mar. 20 W. A. Sheaffer Pen Co. . 5forl Feb. 4 
Federal-Mogul Corp. ..... 2for1 July 1 So. Porto Rico Sug. Co. Pfd. 4 for1 Nov. 7 
oP = ee ee ae 2forl Nov.7 Truax-Traer Coal Co. ....2forl Nov. 21 
H. L. Green Co., Inc. . 2... 2for1l July 3 United Biscuit Co. of America 2 for 1 May 23 
Greyhound Corp. ....... 3 3forl June 17 United Carbon Co. ...... 2for1 May 14 
Hershey Chocolate Corp. . . 3 for1 Sept. 18 Universal Lf. Tobac. Co., Inc. 4 for 1 Dee. 11 
Houston Lighting & Power Co. 2 for 1 Apr. 17 Vulcan Detinning Co. .... 5forl July 25 
Johns-Manville Corp. ..... 2 3 forl May 29 Vulcan Detinning Co. Pfd. . . 5 for 1 July 25 
Johnson & Johnson ..... . May 9 Woodward Iron Co. ..... 2for1 Nov. 10 














TEXTRON 
INCORPORATED 


215,892 Shares 


$1.25 Conv. Pfd. 
Stock, No Par 


1,416,023 Shares 
Common Stock, Par $0.50 


Ticker Symbol: TXT 











i HE company, with its present total of 
14 mill groups, 15,000 employes and 
$125,000,000 in annual 
sales, bears little resemblance to its pred- 
ecessor company, Atlantic Rayon Cor- 
poration, which operated as a_ service 
branch of the rayon industry, processing 
and converting yarn. 

In 1942 the pattern was devised for 
development of the present diversified line 
of quality, nationally advertised, brand- 
name consumer textile products. The com- 


approximately 


pany during the war had acquired cutting 
and sewing plants and had trained work- 
ers to manufacture parachutes, mountain 
tents and jungle hammocks. As war orders 
became satisfied, the program for devel- 


oping a vertically integrated company 


began to take shape. The Textron brand 




























name was adopted in 1943 and in 1944 
the corporate name was changed to 
Textron Incorporated. 

Meanwhile, to obtain an adequate sup- 
ply of cloth and to round out the organi- 
zation, the company arranged to purchase 
the assets or acquire a controlling interest 
in the capital stock of going textile con- 
cerns, starting in 1943 with Suncook 
Mills. In 1945 four mills and a finishing 
plant in Rhode Island were acquired and 
in 1946 two 
mills in New 
Hampshire and 
Maine 


one in 


one in 
and 
Alabama were 
added to the 
Textron system. 

All of these 
mills 
owned by New 
England com- 
panies which 
had long been 
engaged in the 
production and 
sale of textile 
products. In 
1946, the com- 
pany also 
formed a subsidiary called Textron South- 
ern Inc, and acquired ten mills and a 
finishing plant located in North and South 
Carolina. Some of the mills which did not 
fit into the long-range plans of the com- 


were 





Modeling the “new 
look” in a Textron 
cotton fabric 


pany were subsequently sold. The pur- 
chases gave Textron yarn spinning and 
cloth weaving facilities as well as bleach- 
ing, dyeing, napping and other facilities. 
The raw materials used are cotton, rayon, 
nylon and other synthetics. including 
wool blends. 


Operates Mainly in North 


Of the 13,400 looms and 500.000 spin- 
dies. about 69 per cent are in the North 
and the remainder in the South. Today, 
approximately 40 per cent of annual sales 
consists of finished consumer products and 
the other 60 per cent of merchandise 
which is sold to customers who include it 
in their finished products. 

The finished goods that Textron makes 
fall into two general classifications. The 
first is made up primarily of wearing ap- 


An imaginative window display promotes 
the sale of Textron’s “Purrey” blankets 


parel for both men and women and in- 
cludes women’s woven and knitted under- 
wear, negligees, night wear and blouses; 
and men’s pajamas, shorts and sport 
shirts. The second group is made up pri- 
marily of such home furnishings as sheets. 
blankets, bedspreads and shower curtains, 
and a variety of piece goods. 

The distribution of the consumer goods 
is handled by forces. All 
apparel items, both women’s wear and 
men’s wear, are sold by the corporation’s 
own sales staff, operating on a nationwide 
are maintained in 
Boston, Atlanta, Chicago, Minneapolis, 
St. Louis, Dallas, and Los Angeles, as 
well as the main sales offices in New York. 
Textron-labeled merchandise is sold to a 
selected group of approximately 4,000 
leading retail outlets throughout the en- 
tire country. These outlets consist of 
department stores and men’s and women’s 
specialty shops. 


two. sales 


basis. Sales offices 


Establishes Brand Names 


All home furnishing items, including 
blankets, sheets, bedspreads, curtains and 
drapery items are sold under the trade 
name, “Nashua.” A cotton cloth with a 
linen finish, known as “Indian Head,” also 
is sold under the Nashua trade name. 

Nashua-labeled merchandise produces 
close to one-fifth of the total dollar volume 
of Textron’s sales. But the company re- 
ports that in 1946 no single customer ac- 
counted for more than 21% per cent of the 
total volume of sales of these branded 
consumer products. 

Textron’s consolidated balance sheet on 
September 27, 1947, showed current as- 
sets of $36,288,457 against current liabil- 
ities of $16,137,484 and a net worth of 
$32,544,391 including $6,531,020 minor- 
ity interests. The balance sheet also 
showed $3,319,156 deferred credit result- 
ing from temporary reduction of inven- 
“Lifo” basis and a $2,000,000 
reserve for contingencies. 

The consolidated net profit after taxes 
of Textron Incorporated, including Tex- 
tron Southern Inc., for the nine months 
ended September 27, 1947, after deduct- 
ing earnings applicable to minority inter- 
ests of $435,854 and after appropriations 
of $1,000,000 to reserve for contingen- 
cies, amounted to $4:048,252. 
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CLOPAY CORPORATION 


715,000 Shares 


Common Stock, Par $1 


Ticker Symbol: CPY 











HE name Clopay—derived from cloth 
4. and paper—accurately describes the 
company’s products, which closely simu- 
late cloth, though actually made of spe- 
cially processed paper. The products in- 
clude trade-marked window shades, paper 
drapes, “Clopay Coveray,” a new vinyl- 
plastic film on a paper base which is a sub- 
stitute for oilcloth; and fibre venetian 
blinds and cottage sets and curtains, which 
closely resemble cloth products at greatly 
reduced costs as compared to cloth. Moth- 
proof bags and other minor paper spe- 
cialties complete the line. 

Clopay has its three main plants in Cin- 
cinnati and adjoining suburban towns 
with a venetian blind factory in Spring 
Valley, N. Y. Its main offices and plant 
are in the industrial west end of Cincin- 
nati; its drapery and curtain factory in 
Elmwood Place, a Cincinnati industrial 
suburb; and its warehouse and shipping 
point in the adjoining city of Norwood, 
Ohio. The company employs about 1,500 
people with whom it has always had ex- 
cellent labor relations. It has a preferen- 
tial shop agreement with the International 
Brotherhood of Pulp. Sulphite, and Paper 
Mill Workers, and has never had a strike 
or work stoppage. 


Extensive Advertising 


Clopay has, since its inception, spent 
large sums on national advertising, with 
the result that its products have a large 
measure of consumer acceptance. In 1947, 
more than $400,000 was laid out in adver- 
tising. Distribution is primarily through 
5-cent-to-$1.00-stores, mail-order catalog 
houses, and through many independent re- 
tailers, who are served by several hundred 
jobbers. 

Sales of the company have grown large- 
ly, except during the war years when 
civilian production was controlled because 





Printing “‘Clopay” paper window drapes, 
which retail for as low as $0.98 a pair 


of Government restriction. Sales for the 
last 10 years follow: 


"31 ss + O2,c20,160 *42..... $ 5,754,101 

‘SO sss 2B 245 8 .... 5220671 

39... .. 2,979,410 "44.... 5,547,871 

40 .... 3,254,986 4S .... Sd 9G2S51 

"41 .... 4,482,696 46 .... 10,686,800 
47... . . $12,000,000 (approx.) 


Clopay buys its raw paper from large 
paper mills and converts it into products 
such as drapes, shades, etc., through a com- 
plete and ingenious series of processes. 
including decorating, embossing, coating, 
softening and the like. A well-equipped 
research and control laboratory staffed by 
25 technical men enables the company 
constantly to improve existing products, 
evolve new products and control quality. 


Prices Held Stable - 


Selling prices of the company’s leading 
products are at approximately the same 
level as final OPA ceilings, and while this 
price-maintenance policy has tended to 
hold down profits during the past year, 
the company feels that the consumer good- 
will it has built up will stand it in good 
stead in years to come. Increased manu- 
facturing efficiency and new equipment 
have enabled it to absorb a good part of 
price increases in raw materials and labor. 

The company has within the past three 
months installed new equipment, and with 
the addition of other new facilities which 
it expects to have completed by May of 
1948, will be in a position to increase its 
over-all out-turn by approximately 50 per 
cent. A steady repeat business on shades 
and drapes, plus the large number of 
small homes now building, furnish a sta- 
ble market for its products. 

Last April the company and Duresco 
Products, Limited. an English corpora- 


tion, entered into an agreement whereby 
Clopay for a period of 20 years (and 
thereafter except upon six months’ notice 
by either party to terminate) agreed to 
disclose to Duresco its knowledge of man- 
ufacturing and marketing of paper dra- 
peries and curtains. Duresco is entitled to 
make and sell such products outside of the 
United States and by the terms of the 
agreement is to pay Clopay 5 per cent of 
the net selling price. 

The company’s balance sheet as of June 
30. 1947, showed total assets of $5,918,- 
129. Current assets were $3,877,393 and 
current liabilities were $1,544,582. Profits 
of the company for the first six months of 
1947, after federal taxes, amounted to 
$544,314.00, according to the report for 
that period. 





ROBERTSHAW-FULTON 
CONTROLS COMPANY 


1,350,000 Shares 
Common Stock, Par $1 


119,978 Shares 
434% Cum. Conv. Pfd. 
Stock, Par $25 


Ticker Symbol: ROF 











HE Robertshaw side of the merged 

company was established in the early 
1890s, the Fulton organization starting in 
1904. Last year a merger of several con- 
stituents occurred under the present name, 
including the Fulton Company, Bridge- 
port Thermostat Company and Robert- 
shaw Thermostat Company. The Robert- 
shaw interests brought with them busi- 
nesses previously owned and carried on 
by the American Thermometer Company, 
Grayson Heat Control, Ltd., and Paragon 
Manufacturing Company, the last a 
Robertshaw subsidiary founded to fill war 
contracts. 

At the time of the merger (1947) the 
Bridgeport company and the Robertshaw 
thermostat concern were wholly-owned 
subsidiaries of Reynolds Metal Company. 

Products are broadly divisible into two 
chief categories: “bellows and bellows 
assemblies” and “oven and water heater 
thermostats and safety pilots.” The former 
lines are used in refrigerating, heating, air 
conditioning and ventilating equipment. 
Oven and water heater thermostats and 
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safety pilots have a wide variety of uses in 
connection with control of gas and elec- 
tric heating, with broad application to 
baking ovens, steam tables, clothes dryers, 
etc. 

Sales of the company’s products are 
made chiefly in the United States and 
mainly to other manufacturers rather than 
directly to the public. Five manufacturing 
plants are operated: at Youngwood, Pa.; 
Knoxville, Tenn.; St. Louis, Mo.; Lyn- 
wood, Calif., and Bridgeport, Conn. The 
company notes that of the machinery and 
equipment included in balance sheet ac- 
counts as of June 30, 1947, approximately 
72 per cent was acquired less than six 
years ago. 

The company reported total assets of 
$17,919,195 in its consolidated balance 
sheet as of June 30 last year. Current 
assets amounting to $12,100,649 stood in 
contrast with $4,207,493 current liabili- 
ties. the net worth being reported as 
$8,716,203. Funded debt amounted to 
$5,000,000, 





(Left) Automatic thermostatic control for 
electric ranges. (Right) Combination safety 
pilot and thermostat for water heaters 





PACIFIC FINANCE 
CORP. OF CALIFORNIA 


585,214.29 Shares 


Common Stock, Par $10 


Ticker Symbol: PFN 











ACIFIC FINANCE CORPORATION, 

operating in eight Pacific Coast and 
Southwestern states, is ranked as one of 
the largest automobile finance companies 
with headquarters in the West. 

Retail and wholesale loans, principally 
for automobile sales financing, constitute 
the company’s major source of business. 
Next in importance are direct consumer 
loans, the greater portion of which are 
secured by automobiles. Pacific Finance 
also makes loans to other finance com- 
panies and, to a limited extent, certain 
specialized types of business loans. 

The emphasis placed by the company 
on various types of automobile financing 
is based upon the fact that motor trans- 
portation is of particular importance in 
the economy of the region served. From 
1939 to 1946 automobile registrations in 
the eight states increased 12.7 per cent, 
compared with a national gain of 7.7 per 
cent. There is one car for every 4.46 
individuals in the area. 

Distribution of the company’s business 





Stock Split-ups of 1947 


(Continued from page 9) 


of a relaxed capital market for equity fi- 
nancing when changes in tax laws shall 
promote capital raising. 

In reviewing the split-up list it could 
hardly be argued that high current ap- 
praisals in the market comprised the sole 
guiding factor in warranting split-ups. 
Chrysler, for example, enjoyed good mar- 
ketability in spite of a price last year in 
excess of 100, nor could Union Pacific, 
before the directors decided to commend 
a division of the shares, be considered a 
sluggish issue. Eastman Kodak, one of 
the highest in the market, was usually in 
reasonably good supply when bidders 
soug).t it. 

Such issues as American Chicle, 
Hershey Chocolate. Beech-Nut Packing 





12 


and Endicott Johnson, which, before the 
splits, were long closely retained by rela- 
tively small stockholder lists, could bene- 
fit from a widened investor and trading 
interest through the division of their 
shares . . . and a more extensive roster 
of names on the stockowning list. 


Most Industries Represented 


The year’s split-ups entered into nearly 
all fields of industrial, transportation and 
utility enterprise, excepting the steel in- 
dustry. With the exception of corpora- 
tions rated as specialties, all the splits oc- 
curred among concerns which are impor- 
tant in the nation’s living. 

The single counterbalance to split-ups 
during the year was a “split down” in 
case of Equitable Office Building Corp., 
in this case one share taking the place of 
five shares of capiial stock. 






























































is reflected in a breakdown of loans and 
discounts acquired. For the first three- 
quarters of 1947, retail and wholesale 
receivables represented $150,109,568 of 
the $186,823,169 gross volume. Similarly, 
these sources of business contributed 
$55,358,199 to the total of $75,376,018 
in loans and discounts outstanding on 
September 30, 1947. 

While the volume of automobile sales 
financing has grown faster, there has been 
a broad development of direct installment 
loans to individual consumers. Volume 
of this business increased from $12,822,- 
976 in the first nine months of 1946 to 
$17,277,995 in the same period of 1947. 
At September 30, 1947, this activity of 
the company represented $10,101,732 of 
the $75,376,018 in loans and discounts 
outstanding. 

Two insurance subsidiaries write pre- 
miums on automobiles financed by the 
company. Olympic Insurance Company 
presently operates in California, Washing- 
ton, Oregon, Arizona, Utah and Idaho, 
and Marathon Insurance Company in 
Texas, Oklahoma and elsewhere in the 
Southwest. Gross automobile premiums 
written increased from $1,655,671 in the 
first nine months of 1946 to $2,631,448 
in the same 1947 period. 


Increases Offices Five-Fold 


Pacific Finance Corporation of Cali- 
fornia was incorporated in Delaware in 
1931 as successor to and to continue the 
business of Pacific Finance Corporation, 
which was organized under the laws of 
California in 1920. Since 1943 the com- 
pany has moved into new communities 
and has strengthened its position in areas 
where it previously had been established. 
The number of offices was increased from 
a low point of 12 to 66 in California, 
Washington, Oregon, Arizona, Utah, 
Idaho, Texas and Oklahoma. Main 
offices of the company are in Los Angeles. 

Approximately 55 per cent of the total 
leans and discounts as of June 30, 1947, 
originated in California, and another 26 
per cent in Texas. Twenty-eight of the 
offices are devoted primarily to making 
“direct loans,” secured mainly by liens on 
automobiles. 

The consolidated balance sheet for the 
company and subsidiaries as of Septem- 
ber 30, 1947, showed total assets of 
$87,232,713. Net income for the first 
nine months of the year amounted to 
$721,490, compared with $236,006 for 
the same 1946 period, a gain of $485,484, 
Regular quarterly dividends of 35 cents 
per share of common stock were paid on 
September 1 and December 1, 1947. 
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Letters to the editor in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


FALL RIVER, MASS. 


Looking through the year-end stock mar- 
ket statistics, a person can gird his loins, in 
the Good Book’s phraseology, in readiness 
for a strong speculative start into 1948 by 
taking a foothold upon the record. I mean, 
upon the low ground reached by many stocks 
last year. A great many prices receded 15 to 
30 points as the net result of 1947 dealings; 
ergo, they look as though they have room, 
quite a lot of it, for stretching upward when- 
ever a speculative impulse shall come along. 
Speaking of “selectivity,” as your magazine 
frequently does, the opportunity to exercise 
it seems propitious in this first week of the 
New Year. 


HB. Ff. ©. 


GEORGETOWN, Cc. 


The enclosed list shows certain stocks of 
my holdings with the prices paid for them 
(first column) and the approximate prices 
on December 26 for others into which the 
suggestion has been made to me to make 
switches. Although the advice comes from a 
source I have found to be competent, some 
of the changes do not seem logical to me. 
Would you be good enough to comment on 
them, or on those which have real merit or 
the reverse? 


D. 


F.S.R. 
Epitor’s Note: Suggestions or advice in regard 
to purchase or sale of stocks are outside the 
province of THE ExcHANGE. “Switches” come 
within the bounds of thorough research by 
analysts of business and the market. The field is 
discussed in an article of this issue. 


BANGOR, ME. 


From where I sit, the stock panorama 
looks to be spotted with question marks so 
tall and black that too few people are able 
to remove their eyes from them long enough 
to scan the background. Questions about the 
Marshall plan, Communism in Europe and 
Asia, high prices, inventories and the like, 
yet looking above and below and all around 
them, it is possible to see sturdy answers to 





other questions of domestic significance 
which have always done a great deal to 
guide investment or speculation of the past. 
Corporate earnings? They appear ample for 
reasonable dividends for some time to 
come—until a really disturbing industrial 
change should appear to be imminent. Em- 
ployer and labor relations? They are cer- 
tainly less friction-full than a year ago and 
both parties have been quite cooperative for 
the better part of a year. Inventories? They 
have increased largely this year—see De- 
partment of Commerce reports—but the de- 
mand for a great variety of goods has also 
increased and is still rising. The entire in- 
dustrial scene has to be viewed as though 
on a plateau much higher than in 1939; 
when this is done, pessimism loses its somber 
color. 


H. P. W. 


PITTSBURGH, PA. 


Theory in handling personal funds. . . 
depends upon the way you take it. Taking 
losses on securities for income tax purposes, 
for example: when I applied the theory, I 
saved a few dollars—and, yielding to pro- 
crastination about re-buying, I lost a fine 
position in three lots of stock. Taking this 
specter of inflation: when I subordinated 
what little sense of value I have gained 
through considerable study of statistics to 
the purpose of hedging against inflation, the 
stocks I bought went down. It is my firm 
conviction that if securities are acquired 
solely on their historic merit, a mess of 
theory can be sidestepped with advantage. 
So you have here my New. Year resolution. 


G. L. 


RICHMOND, VA. 


. The Dow-Jones industrial average 
around 181 at the old year’s end stood 
mighty close to the midway point between 
the maximum of 212.50 of 1946 and the 
163.21 low of 1947. Can you make either a 
bear or a bull argument out of that for the 
near future? Further. ii you pile bearish 


prospects, like inflation and foreign trou- 
bles, on one side and then set up a counter 
balance of bullish elements, like active in- 
dustry, good dividends, high employment in 
another pile, what have you? Merely con- 
fusion, as I see it, but hardly enough of it 
to induce hasty selling. 


j. E. S. 
ST. LOUIS, MO. 


The briefed statistics and quickly-read ar- 
ticles of THe ExcHANGE are valuable (the 
December issue struck me as one of the 
best) as a stimulant to further examination 
of the subjects covered by them. I find that 
the magazine’s contents, especially the ma- 
terial applied to dividends and earnings of 
listed corporations by groups, help to make 
individual stock discussions in the several 
services I read easier to study and quicker 
to’ grasp. 

| a a 
CONN. 


. . . Just keep in mind the article you 
printed some months ago re asset worth of 
existing corporate property, since prices 
have risen. Stocks should reflect it sooner 
or later. 


NORWALK, 


M:. B:.-E. 
NEW YORK CITY 


THE EXCHANGE seems to me to lay too 
much stress in statistical exhibits upon the 
oldest, or longest-seasoned, corporations. 
There are large groupings of stocks by in- 
dustries which cannot be considered as very 
long-established but are, nevertheless, en- 
tirely worthy of investor examination in re- 
spect to dividends, earnings, assets and so 
forth. 


| sl ae 


Epiror’s Note: The foregoing criticism is open 
to exceptions. A wide variety of common stocks 
are named in any half-dozen issues of the maga- 
zine, solely for the purpose of illustrating an 
article’s theme and to stimulate wider study of 
grouped issues. Old-line stocks do have the call 
for these intentions, being usually broadly rep- 
resentative of their industries. 
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on the New York Stock Exchange motion picture, 
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at Work 


\ew YORK 
STOCK EXCHANGE 


It was just eleven months ago that the New York Stock Exchange released 
Money at Wotk, a 17-minute sound motion picture about the Exchange pro- 
duced by the March of Time. 


The film was an immediate success. In less than a year it has been shown to 
several thousand audiences in schools and colleges, at civic club meetings and 


business gatherings, all over the country. 


Many theaters have included Money at Work in their regular programs. The 
Departments of Commerce and of Education in several states have placed 
prints on permanent file, as have business organizations and other Stock 
Exchanges both here and abroad. 


To meet these increasing demands for Money at Work, the number of 16mm 
prints available for distribution has just been increased by nearly two-thirds. 
Your request to borrow a print for showing to any interested group can now 
be filled premptly. 


EI To obtain a print of Money at Work, write Sidney L. Parry, 
Association of Stock Exchange Firms, 24 Broad Street, New York 4, N. Y. Be sure to 


specify the indivitlual to whom the print should be sent, and the exact date it is desired. 
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